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STATE INSURANCE FUND
NOTES TO FINANCIAL STATEMENTS

Fund Balance

An acceptable Fund Balance is required in accordance with actuarial studies to protect the
financial integrity of the Fund. This balance is reserved to pay for future losses, primarily
catastrophic claims. It provides an immediate source of funds to local schools and State agencies
to rebuild or replace buildings and contents.

Recoveries

Recoveries include subrogation against negligent third parties who caused damage to insured property,
payments by insurance companies which provide coverage primary to that of SIF, ie., Boiler and
Machinery insurance coverage and payments by reinsurers.

Investment Expenses
These consist of utilities, fees, maintenance and miscellaneous costs for leasing owned real

estate.

Legal Fees

The fees are defense costs on a claim against the SIF by the United States, Department of
Health and Human Services, Division of Cost Allocation. This claim arose as a result of
legislative appropriations from the SIF in the 1980's.
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STATE INSURANCE FUND
NOTES TO FINANCIAL STATEMENTS - Continued

Loss Liabilities and Expenses

Loss liabilities and expense reserving is required by the Governmental Accounting Standards Board - Statement
Number Ten, "Accounting and Financial Reporting for Risk Financing and Related Insurance Issues." Losses are
recorded as current liabilities and expenses in the year reported. SIF losses are estimated liability claims reported
and in process of settlement. IBNR recognizes losses that have occurred but have not yet been reported. This
liability and expense is determined by a professional actuary. The property claims filed are generally reported in the

year of occurrence except those losses filed at the end of the fiscal year.

Unpaid Reported Claims Liabilities: 2002 2001

Unpaid claims and adjustment expenses at beginning of year $6,5651,521 $5,653,594

Incurred Claims and Adjustment Expenses:

Provision for insured events of the current year 5,111,611 6,092,020
Increase (Decrease) in provision for insured events of prior years 3,407,740 4,595,734
Total incurred claims and adjustment expenses 8,519,351 10,687,754
Payments:
Claims and adjustment expenses attributable to insured events of the current year 2,296,674 4,302,954
Claims and adjustment expenses attributable to insured events of prior years 5,663,095 5,386,873
Total Payments 7,949,769 9,689,827
Total unpaid claims and adjustment expenses at end of year 7,121,103 6,551,521

Incurred But Not Reported (IBNR):

Incurred but not reported at beginning of year 1,463,587 1,453,595
Increase (Decrease) in incurred but not reported (730,525) 9,992
Incurred but not reported at end of year 733,062 1,463,587

Total Unpaid Reported Claims Liabilities and IBNR at end of year $7,854,165 $8,015,108
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RETURN ON EQUITY (ROE)

STATE INSURANCE FUND REVENUE EXHIBIT

Fiscal FUND NET UNDERWRITING INVESTMENT
Year EQUITY REVENUES NET REVENUES NET REVENUES
2002 89,398,395 (4,339,111) -4.8% (3,484,064) -3.9% (798,802) -0.9%
2001 91,074,862 273,054 0.3% (4,825,718) -5.3% 2,184,287 2.4%
2000 89,772,044 4,643,463 5.3% (92,141) -0.1% 4,620,657 5.3%
1999 84,734,741 2,493,518 3.7% (2,170,150) -3.2% 4,668,600 6.8%
* 1998 51,724,659 (2,897,242) -5.6% (1,993,749) -3.8% 2,594,919 5.0%
* 1997 51,918,635 7,582,035 15.8% 3,564,653 7.4% 4,393,166 9.1%
* 1996 44,276,678 (846,825) -1.4% (5,305,368) -8.8% 4,510,425 7.5%
1995 76,301,869 6,535,840 9.0% 326,104 0.4% 6,366,295 8.7%
1994 69,435,229 6,398,966 9.6% 1,145,518 1.7% 5,508,003 8.3%
1993 63,359,845 752,319 1.2% (5,066,366) -8.0% 5,915,996 9.3%
Average Return On Equity 4.3% “1.7% 6.2%

* Excludes the Alabama Incentives Financing Authority $30 Million bond - no income was recorded.

This bond served only to reduce the returns on investment and fund liquidity.
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